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Financial Highlights 


(for the year ending September 30, 1976) 


Ralston Purina of Canada Ltd. % 
and Subsidiary Companies 1976 1975. Change 
OPERATING RESULTS ( for the year) 

Net Sales $165,892,000  $165,654,000 — 
Earnings 6,133,000 5,578,000 10 
Earnings per share 10.22 9.30 10 
Additions to plant and equipment 2,041,000 2,333,000 (14) 
Depreciation 1,131,000 1,024,000 10 
FINANCIAL POSITION (at year end) 

Working Capital $ 20,919,000  $ 16,540,000 26 
Current Ratio 2.8:1 DO ag] 
Shareholders Equity 33,317,000 28,684,000 16 
Number of Employees 1,082 1225 (13) 


Chairman’s Message 
For the year ended September 30, 1976. 


Fiscal 1976 was an active and yery satisfying year for Ralston Purina of Canada 
Ltd. During a time of intense competition, economic uncertainty and a Federal 
anti-inflation restraint program, we have achieved yet another record sales and 

earnings year. 

Earnings increased by 10 per cent over the previous year to $6,133,000. 
Net sales for our combined operations rose to $165,892,000 compared to 
$165,654,000 in fiscal 1975. This sales volume increase was realized despite the 
divestiture of our turkey processing operation in Ingersoll, Ontario part way 
through the fiscal year. 

Through our capital investment programs, we continue to emphasize 
improved efficiency and productivity. Previous plans to construct a new feed 
plant in western Quebec have been postponed in favour of expanding production 
capacities at our plants in Montreal and St. Romuald, Quebec. 

It is encouraging to see continued growth of the Company during 
unsettled times. Our success is a reflection of the quality and dedication of our 
employees who have demonstrated the ability to exert their energies in a positive 
and productive manner. On behalf of the Board of Directors, I would like to 
express my appreciation to all the men and women in our Purina family of 
employees. 


ANTI-INFLATION PROGRAM 


During fiscal 1976 our operations were subject to the mandatory constraints of 
the Federal Government Anti-Inflation Program announced in the fall of 1975. 

The year represented our first compliance period under the controls. Our 
record earnings were achieved while complying with the letter and intent of the 
regulations, and we will continue to work within the framework of the guidelines 
for the duration of the program. 

During our second compliance year, fiscal 1977, controls should not 
present any significant restriction in the day-to-day operations of our businesses. 
However, the recently announced amendments to the regulations present a new 
set of rules for our third compliance year, fiscal 1978. Allowable profit margins 
and price adjustments will be more strictly regulated. Considering the 
implications of these tighter restrictions, every effort is being made in our 
planning to maximize the earnings and sales opportunities of our Company. 


OLYMPIC PARTICIPATION 


In the summer of 1976 Canada hosted the Games of the XXIst Olympiad. Purina 
is proud of its participation in the games and our contribution to amateur sport. 

In addition to financial support, we provided horse feed to the Olympic 
equestrian events in Bromont, Quebec. Certain members of our public relations 
staff also served on the Olympic Organizing Committee. 


METRICATION 


Another important development for our Company this year was the completion © 
of a planned shift to metric measurement in our Grocery Products Division. 
Company representatives worked closely with government, industry 
associations and our customers to make this transition a smooth and efficient one. 
Chan geover in our Feed Operations continues on schedule toward the 
targeted conversion date of May 1, 1977. 


OUTLOOK 


The achievement of another record year confirms the continuing strengths of the 
industrial segments in which we are actively involved. 

As we begin our next year of operations in Canada, prospects for 
continued growth in sales and earnings are excellent. 

We look forward to the coming year recognizing that the realization of 
our full potential may be tempered by the current uncertainty of the economy and 
regulatory factors such as the Anti-Inflation Program. 

The following sets forth a review of our operations during fiscal year 1976 
and summarizes our diversified business interests in Canada. 
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Since the beginning of operations in 1928 the Chow Division has experienced 
tremendous growth and continues as the oldest and largest segment of our 
Company. Tonnage shipped for 1976 reached record levels, and earnings showed 
improvement over the previous year. 

Marketing agencies and boards established under national and provincial 
farm product marketing legislation, pursuing a policy of supply and price 
management, continue to affect the feed industry. 


Our Dairy Chow feeds business, operating at record growth levels for the 

first half of the year, slowed measurably when the revised Federal Dairy Policy 
was introduced in March. The policy imposed quota reductions on milk 
producers which resulted in many producers cutting back drastically on the size 
of their operations and subsequent use of feed. 

During the year we completed our planned decentralization of Chow 
regional management with three offices now located in Meadowvale, Ontario; 
Brossard, Quebec and Truro, Nova Scotia. Chow administrative management 
continues to operate from our office located in Longueuil, Quebec. 


Feed Operations 


The Chow Division manufactures and markets a wide range of animal and poultry 
feeds throughout Ontario, Quebec and the Atlantic Provinces. Principally sold 
under the trademark Purina Chow, the Division offers a full line of basic 
formulations with specific adaptations available to meet the special requirements of 
its customers. 


The vital distribution function is provided through a network of successful 
independent dealers and complemented by the business and product expertise 
of a direct Purina sales force. 


In spite of one of the most competitive years ever experienced, our 

Grocery Products Division maintained its share position in the Canadian pet 
food market with the leading brand in dry dog food, dry cat food and soft-moist 
cat food. During fiscal 1976 Purina Meow Mix and Purina Kitten Chow 

moved into national distribution. 

In keeping with our obligation to continually provide better service to 
our customers, we significantly increased the productivity and efficiency of our 
pet food plant. As part of this effort, we leased a new 96,000 square foot 
warehouse located near the manufacturing facility in Mississauga, Ontario. 


Grocery Products 


Established in 1960, the Company's Grocery Products Division now manufactures 
and markets successful lines of dry dog food, dry cat food and soft-moist cat food 
in the highly competitive Canadian pet food market. The Division also distributes 
aline of specialty canned cat food and Purina Ry Krisp. 


Such popular brand names as Purina Dog Chow, Purina Cat Chow and Purina 
Tender Vittles continue to lead their respective market segments. 


The products are marketed nationally through a Company sales force in Ontario 
and food broker representatives in the remaining provinces to supermarkets, 
grocery and other retail outlets and to wholesale distributors. 


During the year we strengthened our marketing function through 

important organizational changes. Sales management was decentralized to 
provide direct company contact for our broker representatives. We now have 
Regional Sales Managers operating out of Vancouver, Calgary and Montreal to 
service British Columbia, the Prairies, Quebec and the Atlantic Provinces. At our 
Grocery Products offices in Mississauga, we have further developed our product 
management system with the appointment of a Director of Product Management 
to intensify our sales and marketing effort. 


Following a critical examination of our operations, we divested the turkey Contgol of the number of broiler chickens grown and the “‘live” price to 


processing facility at Ingersoll, Ontario. As a result gross revenue for the processors continues to be under the jurisdiction of provincial farm product 
Checkerboard Foods Division was significantly lower in 1976 than in the marketing boards. Our management at Checkerboard Foods remains sensitive to 
previous year. Earnings, however, were at all time record levels due to _ the cost implications of this control system and to the volatile nature of the 
favourable market prices. industry. 


The Aurora processing facility was substantially improved during 1976 


through a planned capital expenditure program to gain greater productivity and 
efficiency. 


Poultry Operations 


The Checkerboard Foods Division markets fresh ice-packed broilers, roasters and 
portion and tray packed chickens to supermarkets, other similar retail grocery 
outlets, take-out restaurants and institutions. At the same time pre-cooked turkeys 
continue to be sold under the Checkerboard Foods label. 


The Division operates a newly renovated broiler processing facility located in 
Aurora, Ontario, a chicken hatchery unit in Mount Albert, Ontario and chicken 
raising operations. 


By employing its own sales force and operating a fleet of refrigerated vehicles, the 
Division is able to meet customer requirements promptly. 


ig 


The Sieciol Indilstrie Division includes an animal health products plant, a milk 
by-products proce ing facilit ‘'y and silo manufacturing operations. 


» “ingffe latter part of the year resulting in surplus inventories of silo building The animalhealik’product Vine includes a broad range of disease prevention and 
iterials. We anticipate an improved situation in fiscal 1977 as quota control items. The operation manufactures many of these products for sale to the 
restrictions are eased. Chow Division as well as maintaining its own product line under the name 


ee The milk quota restrictions also affected our Animal Milk Products Laboratoires Dr. Leo Lorrain to service veterinarians and farm supply stores in the 

operation through a reduced demand for milk replacer products. Sales of whey province of Quebec. 

and high fat milk powder to the feed industry remained strong throughout the Animal Milk Products Limited located in Walkerton, Ontario, manufactures and 

year. markets specifically blended whey powder, high-fat milk powder and milk replacers 
Concentration on profitable product groups and increased efficiency at for young calves. In addition to its own products merchandised to the feed industry, 

Laboratoires Dr. Leo Lorrain resulted in improved performance over the this operation manufactures for the Chow Division such branded items as Purin mq * 

NANO a Nursing Chow and Purina Veal Chow. > 


The Silo Operation consists of three manufacturing facilities strategicall yYacateds 
to service Eastern Ontario, South Western Quebec and Eastern Quebec. It “~~ 
continues to manufacture and erect concrete stave silos including the sale and 
installation of silo accessories. 


Once again I would like to thank all our employees who worked hard to 
make this another record year for Ralston Purina in Canada. 


Hark Soreben 


R. L. Gamelin 
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Five Year Financial History 
(All Amounts Expressed in Thousands) 


OPERATING RESULTS 1976 1975 1974 1973 1972 
Net Sales $165,892 $165,654 $155,758 $126,720 $82,185 
Interest Income 1,118 865 760 695 711 
167,010 166,519 156,518 127,415 82,896 
Cost of Products Sold 141,272 142,739 136,677 112,105 68,623 
Selling, General and Administrative Expenses 13,369 11,679 9,447 6,977 7,145 
Depreciation 1,131 1,024 1,248 1,101 1,030 
Interest Expense 305 999 1,086 512 Sil 
156,077 156,441 148,458 120,695 77,315 
Earnings Before Income Taxes 10,933 10,078 8,060 6,720 5,581 
Income Taxes 4,800 4,500 3,640 3,080 2,495 
Net Earnings 6,133 5,578 4,420 3,640 3,086 
Dividends 1,500 1,500 1,500 1,500* 996 
FINANCIAL POSITION 
Working Capital 20,919 16,540 13,512 12,459 11,025 
Plant and Equipment 16,725 15,969 14,770 13,208 10,977 
Additions and Replacements 2,041 D333 2,885 3,479 1,599 
Total Assets 50,839 48,280 48,595 45,198 36,209 
Long-Term Debt 3,071 3,196 3,641 3,966 4,291 
Shareholders Equity $ 33,317 $ 28,684 $ 24,606 $ 21,686 $18,046 
EMPLOYMENT AT FISCAL YEAR-END 
Number of Employees 1,082 1,225 1,305 1,193 1,037 


* Dividend declared in 1972 and paid in 1973 


Consolidated Statement of Earnings and Retained Earnings 


( Year ended September 30) 


Consolidated Statement of Changes in Financial Position 
( Year ended September 30) 


Ralston Purina of Canada Ltd. 


Ralston Purina of Canada Ltd. 


and Subsidiary Companies 1976 1975 and Subsidiary Companies 1976 1975 
INCOME: SOURCES OF WORKING CAPITAL: 
Net sales $165,892,000  $165,654,000 Operations— 
Interest 1,118,000 atten Earnings for the year $ 6,133,000 $ 5,578,000 
—— - Ve eee Depreciation 1,131,000 1,024,000 
7 167,010,000 166,519,000 Deferred income tax 530,000 525,000 
= Other 25,000 26,000 
EXPENSES: ae = 2 : = i 
Cost of products sold 141,272,000 142,739,000 7,819,000 7,153,000 
Selling, general and administrative 13,369,000 11,679,000 Disposals of plant and equipment 154,000 110,000 
Depreciation 1,131,000 1,024,000 Decrease in deferred charges and 
Interest on long-term debt 216,000 231,000 other assets 74,000 18,000 
Other interest 89,000 768,000 Decrease in long-term receivables pis 25,000 
156,077,000 156,441,000 8,047,000 7,306,000 
10,933,000 10,078,000 APPLICATIONS OF WORKING CAPITAL: 
Dividend declared 1,500,000 1,500,000 
PROVISION FOR INCOME TAXES: Additions to plant and equipment 2,041,000 2,333,000 
Current 4,270,000 3,975,000 Decrease in long-term debt 125,000 445.000 
Deferred 530,000 525,000 Increase in long-term receivables 2,000 — 
4,800,000 4,500,000 3,668,000 4,278,000 
INCREASE IN WORKING CAPITAL 4,379,000 3,028,000 
EARNINGS FOR THE YEAR 6, < 6,133,000 > 5,578,000 -\WorKInG CAPITAL, BEGINNING OF YEAR 16,540,000 13,512,000 
RETAINED EARNINGS, BEGINNING OF YEAR ,000 16,000 = = : 2 SS ee 
= 7 WORKING CAPITAL, END OF YEAR 919, $16,540,000 
34,217,000 29,584,000 Z = a bia 7 Z hated aes 
DIVIDEND, $2.50 PER SHARE 1,500,000 1,500,000 - a a ms 
RETAINED EARNINGS, END OF YEAR Sr32: oe 000 86-28, 084, 4.000 


EARNINGS PER SHARE 


$10.22 ae 


=, 


Ralston Purina of Canada Ltd. 
(a wholly-owned subsidiary of Ralston Purina Company) 
and Subsidiary Companies 


10 


Consolidated Balance Sheet 


Assets (September 30) 1976 1975 
CURRENT ASSETS: 
Cash $ 7,000 $ 357,000 
Notes receivable 6,000,000 — 
Accounts receivable, less allowance 
for doubtful accounts of $1,239,000 
(1975— $1,177,000) 14,011,000 16,592,000 
Owing by parent company — 194,000 
Inventories— 
Raw materials and packing supplies 6,928,000 6,432,000 
Finished products 4,912,000 6,454,000 
Prepaid expenses 472,000 401,000 
32,330,000 30,430,000 
LONG-TERM RECEIVABLES 1,639,000 1,637,000 
PLANT AND EQUIPMENT: 
Land 495,000 464,000 
Buildings 9,841,000 9,440,000 
Machinery and equipment 19,518,000 18,262,000 
Construction in progress 924,000 1,063,000 
30,778,000 29,229,000 
Less: Accumulated depreciation 14,053,000 13,260,000 
16,725,000 15,969,000 
TRADEMARKS, AT COST LESS AMORTIZATION 
OF $31,000 (1975— $16,000) 45,000 60,000 
UNAMORTIZED DEBENTURE DISCOUNT AND EXPENSES 47,000 57,000 
DEFERRED CHARGES AND OTHER ASSETS 53,000 127,000 
$50,839,000 $48,280,000 


Liabilities (September 30) 1976 1975 
CURRENT LIABILITIES: 
Bank indebtedness $ 2,646,000  $ 3,847,000 
Notes payable — 500,000 
Accounts payable and accrued expenses 8,167,000 8,902,000 
Income taxes payable 444,000 636,000 
Current maturities of long-term debt 125,000 5,000 
Owing to parent company 29,000 — 
11,411,000 13,890,000 
LONG-TERM DEBT, LESS CURRENT MATURITIES: 
634 % sinking fund debentures due 
February 15, 1987 repayable 
$300,000 annually 3,000,000 3,120,000 
Other 71,000 76,000 
3,071,000 3,196,000 
DEFERRED INCOME TAXES 3,040,000 2,510,000 
Shareholders’ Equity 
CAPITAL STOCK: 
Authorized — 
1,000,000 shares of $1 par value per share 
Issued— 
600,000 shares 600,000 600,000 
RETAINED EARNINGS 32,717,000 28,084,000 
33,317,000 28,684,000 


Approved by the Board: 
R. L. Gamelin, Director 
J. H. Stringham, Director 


$50,839,000 $48,280,000 


Auditors’ Report 


To the Shareholders of Ralston Purina of Canada Ltd. : 


We have examined the consolidated balance sheet of Ralston Purina of Canada 
Ltd. and subsidiary companies as at September 30, 1976 and the consolidated 
statements of earnings and retained earnings and changes in financial position 
for the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial 
position of the Company as at September 30, 1976 and the results of its 
operations and the changes in its financial position for the year then ended, in 
accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


October 28, 1976 
Toronto, Canada 


PRICE WATERHOUSE & CO. 
Chartered Accountants 


Notes to Consolidated Financial Statements 


(September 30, 1976) 
Ralston Purina of Canada Ltd. and Subsidiary Companies 


1. Summary of accounting policies: 


The significant accounting policies followed by the Company are described 
below. These conform to generally accepted accounting principles and are 
applied on a consistent basis between years. 


PRINCIPLES OF CONSOLIDATION— 


The consolidated financial statements include the accounts of the Company 
and its subsidiaries. All significant intercompany transactions are 
eliminated. 


INVENTORIES— 


Inventories are valued generally at the lower of average cost and net 
realizable value. Open commodity contracts are written down to market 
prices. 


PLANT AND EQUIPMENT— 


Land, buildings and machinery and equipment are carried at cost. 
Expenditures for new facilities and those which substantially increase the 
useful lives of the plant and equipment are capitalized. Maintenance, 
repairs and minor renewals are expensed as incurred. When properties 
are retired or otherwise disposed of, the related cost and accumulated 
depreciation are removed from the accounts and gains or losses on the 
dispositions are reflected in earnings. 


DEPRECIATION— 


Depreciation is generally provided on the straight-line basis by charges to 
costs or expenses at rates based on the estimated useful lives of the 
properties (buildings 214% to 5%, machinery and equipment 5% to 25%). 


DEFERRED INCOME TAXES— 


Deferred income taxes are recognized for the effect of timing differences 
between financial and tax reporting. These differences result primarily from 
excess tax depreciation, computed on accelerated bases, over book 
depreciation. 


12 


INVESTMENT TAX CREDITS— 


Investment tax credits are accounted for by the flow-through method. Under 
this method, credits, less deferred portion, are taken as a reduction of the 
provision for income taxes in the year realized. 


RETIREMENT PLANS— 


Current service costs of retirement plans are accrued and funded ona 
current basis and prior service costs are amortized over a period of fifteen 
years. 


2. Retirement plans: 


Effective January |, 1975 benefits payable under the Companies’ pension plans 
were increased resulting in an unfunded past service liability which is being 
funded over fifteen years. As at September 30, 1976 the unfunded liability was 
estimated at $334,000. 


3. Contingent liability : 


Ralston Purina of Canada Ltd. and a subsidiary company are contingently 
liable on assigned mortgages receivable outstanding in the amount of 
$3,150,000 at September 30, 1976. 


4. Anti-inflation controls: 


The Company and its subsidiaries are subject to, and believe they have 
complied with, controls on prices, profits, compensation and dividends under 
the Canadian federal government’s anti-inflation program. 


5. Remuneration of directors and officers: 


Total remuneration paid to ten directors was $29,300 (1975—$24,400) and to 
thirteen officers was $358,700 (1975— $332,500). Four officers were also 
directors. 
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